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Italy’s Ten-Year Plan 


A ten-year plan for the development of income and 
employment in Italy was presented to the Council of 
Ministers on December 29, 1954, by Mr. Vanoni, the 
Budget Minister. It is reported that the plan includes 
investment programs for agriculture, public utilities, 
public works, and other strategic sectors of the economy, 
and takes into account their probable effects on income, 
consumption, employment, and the balance of payments. 
Three policy aims whose fulfillment is regarded as essen- 
tial are a reduction of the economic disequilibrium be- 
tween North and South Italy, increased exports, and an 
improvement through training in the quality of the labor 
force. 

It is claimed that the program could increase national 
income by 5 per cent annually over the ten-year period 
1955-1964, provided that proportionately more resources 
than at present are allocated to capital creation. More 
than a third of the planned increase in income should 
go to investment. Over the ten-year period investment 
would then be doubled, while total consumption would 
rise by 50 per cent, from 9,120 billion lire in 1955 to 
13,613 billion lire in 1964. The consumption of those 
already employed should rise by 30 per cent, partly 
because of greater productivity, partly because of the 
easing of the burden on the employed of the large 
number of unemployed. 

The plan is intended to create 4 million new jobs, of 
which 2 million would go to those now unemployed and 


Europe 


Allocation of U.S. Loan fo ECSC 


The High Authority of the European Coal and Steel 
Community has proceeded with partial allocation of the 
$100 million loan received from the Export-Import Bank 
of Washington in April 1954 (see this News Survey, Vol. 
VI, pp. 333 and 373, and Vol. VII, p. 65). A sum of 
$25 million will be allocated for the construction of 
workers’ housing in the six member countries. Almost 
$60 million has been allocated to enterprises in the 
Federal Republic of Germany ($32.8 million), France 
($21 million), Luxembourg ($1 million), and the Saar 
($5 million), to develop coal mining or ore mining and 
coke and electricity production. The enterprises receiv- 
ing credit from the High Authority will have to supply, 
for the realization of their investment programs, $278 mil- 


2 million to those expected to enter the labor market 
during 1955-1964. 

The success of the plan depends on the pursuit of 
realistic monetary and fiscal policies, the maintenance 
of stable prices and wages, and the prevention of monop- 
olistic growth and undue profit margins. 

Italy will not be able to supply all the capital required, 
and the plan foresees a need for foreign aid and increased 
foreign investment, if internal stability is not to be 
endangered. 

Mr. Vanoni has calculated that the program will result 
in the construction of up to 13 million new rooms 
(“vani”) at a cost of 6,000 billion lire. Of these housing 
units, up to 6.3 million will be built privately, 2.4 million 
under subsidy, and 4.3 million directly by public insti- 
tutions. 

By 1964 increased exports should have resulted in a 
balance in external payments. Vegetable and petroleum 
exports may increase, but the greatest advance is expected 
in exports of mechanical products to newly developing 
countries. 

An increase of 670 billion lire is planned in agricul- 
tural production, of which 240 billion lire would be the 
contribution of reclaimed land and 430 billion lire the 
contribution made through more efficient farming of 
lands already under cultivation. 

Sources: 24 Ore, December 30, 1954, and JI Sole, Decem- 
ber 31, 1954 and January 4, 1955, Milan, Italy. 









lion from other sources. The remaining part of the loan 
($15 million) will be allocated at the beginning of 1955 
to Belgian and Italian enterprises. Owing to favorable 
conditions on the local capital market, no credit was 
requested by Netherlands enterprises. 


Source: La Libre Belgique, Brussels, Belgium, Decem- 
ber 14, 1954. 


British Colonial Sterling Assets 


A colonial currency reform announced by the U.K. 
Government in December will permit the territories to 
use locally issued colonial government securities as note 
cover to the extent of 20 or 30 per cent of their note cir- 
culation, according to the circumstances of the colony 
concerned. The extent to which individual colonies have 


been authorized to do so has not been announced. 
Hitherto, it has been the rule that the various Colonial 
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Currency Boards or Currency Commissions, which are in 
charge of the local note issues, must deposit in sterling 
the full equivalent of their note issues. As a result, £363 
million of sterling reserves were held in London on 
June 30, 1954 by the Currency Boards and the Crown 
Agents for the Colonies. The announced currency reform 
will therefore free between £80 million and £100 million 
from these sterling reserves, which can be used for addi- 
tional imports. The Under-Secretary for Commonwealth 
Relations has stated that the colonial currencies would 
still be fully backed and that there was no question of 
any change in the present arrangements for the auto- 
matic redemption of sterling. The purpose of the pro- 
posed new arrangement, besides being a concurrent 
method of channeling the colonies’ resources into their 
own development, was to help stimulate subscriptions to 
local government loans and to lay the basis of local 
colonial money markets. The U.K. Government wanted 
to encourage locally held capital in those territories that 
were approaching self-government. 


Until recently, most of the currency reserves were held 
in the form of medium-term or long-term U.K. Govern- 
ment securities. There is reason to believe that, in antici- 
pation of the proposed change, the authorities concerned 
made a switch to short-term securities so that any real- 
ization of sterling assets in connection with reductions 
in sterling cover would not involve realization of U.K. 
Government securities of a kind likely to cause important 
disturbance of the gilt-edged market. In addition to the 
sterling currency reserves of £363 million, other colonial 
sterling assets amounted to almost £1,100 million on 


June 30, 1954. 


Sources: The Times, December 4, 1954, and The Finan- 
cial Times, December 29, 1954, London, Eng- 
land. 


U.K. Copra Market Opened 


A relaxation of currency restrictions to permit the pur- 
chase of copra for dollars and its resale for sterling within 
a new market scheme was announced by the United King- 
dom on December 21. Dealings with buyers and sellers 
in any part of the world will be permitted to traders 
recommended for participation in the scheme by the 
London Copra Association. The scheme follows the gen- 
eral lines of those established for trading in copper, lead, 
and zinc (see this News Survey, Vol. VI, p. 309). It is 
not expected that the dollar cost will be heavy, as most 
copra dollar purchases will in fact be resold for dollars. 
The main exporters of copra are Indonesia and the 
Philippines; the London copra market is one of the tra- 
ditional U.K. commodity trades. 


Source: The Financial Times, London, England, Decem- 
ber 22, 1954. 
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Netherlands Purchases of Dollar Bonds 


The Netherlands Bank has relaxed somewhat the re- 
strictions on purchases of U.S. and Canadian dollar 
securities by residents. Netherlands residents are now 
authorized to purchase U.S. and Canadian dollar bonds 
through the utilization of so-called ARBUS dollars which 
originate in the sale abroad of Netherlands-held dollar 
securities. Previously, institutional investors were the 
only category permitted to purchase dollar bonds against 
payment in ARBUS dollars. The dollar bonds that in- 
dividual investors in the Netherlands are permitted to 
acquire by virtue of the new license should be quoted 
officially on the New York or the Canadian Stock Ex- 
change. The investor is obliged to import such bonds 
immediately into the Netherlands, and the bonds may 
subsequently be negotiated between Netherlands residents. 
Source: Het Financieele Dagblad, Amsterdam, Nether- 

lands, December 10, 1954. 


Swiss Employment Policy 


According to a law passed by the Swiss Federal Parlia- 
ment on September 30, 1954, the Confederation shall, 
whenever adopting economic or financial measures, pay 
as much heed as possible to the requirements of a policy 
for avoiding crises, reacting against them, and furthering 
employment. The efforts of private enterprise to main- 
tain employment shall receive support, in particular 
those directed toward bettering competitive positions, 
preparing adequately for periods of depression, and safe- 
guarding old and creating new markets. 


Source: Swiss Bank Corporation, Bulletin, Basle, Switzer- 
land, November 1954. 


Dollar Import Liberalization in Denmark 


Denmark’s Supply Committee of the Folketing has 
agreed to a proposal of the Minister of Commerce for a 
38 per cent liberalization of dollar imports. This is about 
half the liberalization percentage for imports from OEEC 
countries, which means that European and U.S. producers 
can now compete equally for half the goods covered by 
the OEEC liberalization provisions. The goods that may 
be bought freely in both Western Europe and the dollar 
area are set out in a general free list, while those which 
can be bought freely only from Western Europe appear 
on a regional free list. The goods on the general list are 
mainly products that are of importance for cheapening 
and rationalizing production in Denmark, such as wool, 
cotton, raw rubber, woodpulp, timber, newsprint, paper, 
pasteboard and cardboard, fertilizer, machine tools, silver 
and silver alloys, agricultural machines, and ships of over 
1,000 gross register tons. The list also includes tea, raw 
tobacco, and spices. Re-export of goods on the general 
free list will not be permitted. 
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Expressed as a proportion of total Danish imports in 
1953, the new general free list comprises approximately 
30 per cent (DKr 2,100 million) and the regional free 
list 40 per cent (DKr 2,700 million); 30 per cent still 
remains under control. 

Sources: Bgrsen, Copenhagen, Denmark, December 16 
and 17, 1954. 


Bank of Finland Interest Rates 


In order to enable the Bank of Finland to pursue a more 
flexible interest policy, the Bank Supervisors of the Diet, 
at the suggestion of the Board of Management of the Bank, 
lowered the minimum lending rate to 5 per cent and 
raised the maximum rate to 714 per cent from the begin- 
ning of December. The former limits were 534 and 634 
per cent, respectively. The measure is intended to give 
the Bank of Finland a chance to vary its interest rates 
more adequately according to the duration and purpose 
of its loans. It is expected that the wider range of differ- 
entiation will raise the average level of interest rates 
applied by the Bank of Finland. This also means that the 
existing gap between the rates of the commercial banks 
and those of the Bank of Finland will be narrowed. 
Source: Bank of Finland, Monthly Bulletin, Helsinki, 

Finland, November 1954. 


Postdevaluation Exchange Measures in Greece 


Greek exports of olive oil, refined or of an acidity 
below 1 per cent, packed in cans or barrels, have been 
freed from any direct restriction, and the exchange tax 
thereon, which amounted in the past year to 4 drachmas 
per U.S. dollar, has been removed. Olive oil of other 
types may be exported up to a quantity of 10,000 tons, 
the pertinent exchange tax being lowered from 4 to 3 
drachmas per U.S. dollar. The tax on exported olive oil 
was one of the exchange taxes introduced immediately 
after the devaluation of the drachma on April 9, 1953, to 
smooth the adjustment of the economy to the new rate 
of exchange (see this News Survey, Vol. VII, p. 167). 


In addition to removing or reducing the tax on ex- 
ported olive oil, the Government has announced that it 
is ready to support, at the appropriate level, the prices 
paid to olive oil producers; this will be done through the 
Agricultural Bank and the cooperative organizations. As 
officially explained, all these measures are designed on 
the one hand to safeguard the producers’ interests within 
the limits set by the need to avoid internal price increases, 
and on the other to help Greek olive oil recapture its 
position in the world market. However, shortly after 
these policy decisions were published, domestic olive oil 
prices increased rather excessively, which led the authori- 
ties to announce that, in order to stabilize the prices of 
olive oil, they would intervene as sellers in the internal 
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market and that their stocks of olive oil would be supple- 

mented with imported seed oils. 

Sources: Oikonomikos Tahidromos, Athens, Greece, De- 
cember 16 and 23, 1954. 


Middle East 
Investment of Foreign Capital in Egypt 


More detailed information has become available on 
Law No. 475, issued by the Egyptian Government in 1954, 
which further liberalized the provisions of Law No. 156 
of 1953 with a view to offering better inducements for 
investment of foreign capital in Egypt (see this News 
Survey, Vol. V, p. 287, and Vol. VII, p. 75). For the 
purposes of the new law, foreign capital is defined as 
(1) foreign capital transferred to Egypt through a bank 
duly authorized by the Central Exchange Control; (2) 
industrial and agricultural machinery and equipment, 
raw materials required for the erection or enlargement 
of buildings, and means of transport, if they are imported 
for the purposes specified in the 1953 law; (3) legal 
rights, such as patents and trademarks, if they are the 
property of nonresidents; (4) all profits realized by a 
registered concern, if they are channeled to increase the 
original capital or are invested in another undertaking, 
subject to the approval of the Committee set up under 
the 1953 law. Funds transferred to Egypt from abroad 
as a result of obligations undertaken in conformity with 
laws in force shall not be regarded as foreign capital 
eligible to benefit from the privileges of the 1954 law. 


Profits realized from the investment of foreign capital, 
as defined above, may be transferred abroad in the orig- 
inal currency of the investment, and at the rate of 
exchange in force at the time of the transfer. Under the 
1953 law, the transfer of profits had been limited to 10 
per cent annually. Registered foreign capital may be 
repatriated after five years from the date it came in at an 
annual rate not exceeding one fifth of its registered value. 
Repatriation shall be made in the original currency of 
the investment and at the prevailing exchange rate at the 
time of transfer. Under the 1953 law, only one tenth of 
the capital was allowed to be repatriated annually. The 
owner of foreign capital may apply for the repatriation 
of his capital at any time after one year from the date 
his capital came in, if practical difficulties, recognized by 
the special Committee set up under the 1953 law, have 
prevented its investment. Authority for repatriation shall 
be granted within three months from the date of applica- 
tion. The profits and the proportion of the capital author- 
ized for transfer may be deposited in a special account 
with the central bank and used to pay for materials the 
exportation of which is permitted. 


Source: L’Economiste Egyptien, Alexandria, Egypt, Sep- 
tember 26, 1954. 
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U.K. Aid fo Jordan 


The United Kingdom is to increase economic aid to 
Jordan from £2.35 million in 1954-55 to £2.5 million in 
1955-56. In 1953-54 the equivalent sum had been £1.25 
million. The increase will take the form of raising the 
annual interest-free loan to help finance Jordan’s economic 
development under the five-year plan to £1.75 million 
(see this News Survey, Vol. VI, p. 248). The annual 
grant to cover Jordan’s budget deficit remains at £750,000, 
the same as in the previous two years. Jordan’s sterling 
receipts of about £7 million a year under a Foreign Office 
grant for support of the Arab Legion are unaffected. 
Source: The Financial Times, London, England, Decem- 

ber 23, 1954. 


Cancellation of Balance of IBRD Loan to Iraq 


The International Bank for Reconstruction and Devel- 
opment announced on January 7 that the Government 
of Iraq had canceled the unused balance, $6.5 million, 
of the 15-year loan of $12.8 million made’ by the Bank 
in June 1950. Bank funds amounting to $6.3 million 
have already been spent or obligated in carrying through 
the Wadi Tharthar flood control project for which the 
loan was made. The remainder of the foreign exchange 
required for completion of the project will now be pro- 
vided from Iraq’s own resources. 

Following the signing of a new agreement with the 
Iraq Petroleum Company in August 1951, the financial 
resources of Iraq have increased more rapidly than had 
been expected in June 1950. Oil production has risen 
to 30 million tons a year, about 5 times the rate in 1950, 
and the income from this source is now nearing an annual 
rate of £60 million ($168 million). The foreign ex- 
change reserves of the National Bank of Iraq have almost 
doubled, rising from £42 million at the end of 1950 to 
£78 million in the third quarter of 1954. 

The Government of Iraq is pressing. forward its plans 
for economic development on many fronts. The Develop- 
ment Board, set up in December 1950, receives 70 per 
cent of the country’s oil royalties for investment in agri- 
culture, transport, industry, and other fields. In prepar- 
ing the 5-year program which the Development Board is 
now carrying out, the Government has taken into consid- 
eration the recommendations of a general survey mission 
sent to Iraq by the Bank, at the Government’s request, 
in the spring of 1951. 

Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D. C., 
January 7, 1955. 


Economic Development in Pakistan 


In its review of the Pakistan economy, the third 
Colombo Plan report states that the program of economic 
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development has required public expenditure of about 
PRs 2 billion during the last three years, representing a 
rate of expenditure almost twice that planned in 1950. 
Some of the increase reflects the rise in prices generally, 
but the major part results from an expansion of the 
actual program originally drawn up. 


In addition to these government expenditures, private 
enterprise has invested an increasing amount in certain 
industries, notably in textiles; such investment during 
the last three years totaled about PRs 1 billion. There 
has been very little private investment from abroad, but 
the Government is taking special measures to attract such 
external capital. In the last three years, external aid 
totaled PRs 824 million; not all of this amount has been 
completely utilized. Total development expenditure dur- 
ing the same three-year period by the Central and Pro- 
vincial Governments was PRs 2,065 million. 

For the year 1954-55, the report states, the Central 
Government is planning to spend PRs 605 million, and 
the Provincial Governments combined are planning to 


spend PRs 535 million, a total of PRs 1,140 million. 
Source: Dawn, Karachi, Pakistan, December 16, 1954. 


Far East 


Indian Import Policy 


The Indian import program for the first half of 1955 
provides for the extension of more liberal import licens- 
ing and a slight relaxation of restrictions on essential 
imports from the dollar area. 


Quotas have been increased for items of which there 
have been shortages, such as flashlight cases, sheet and 
plate glass, zipper fasteners, cellophane, and certain chem- 
icals. Token imports of certain leather and textile manu- 
factures will be permitted. Permissible imports from the 
United States will include some varieties of motors, 
pumps, essential oils, and molding powders. Ammonium 
chloride, barium carbonate, and polystyrene have been 
excluded from open general license, but rock phosphate 
has been included. 


On the other hand, import quotas for 23 items have 
been reduced, with a view to protecting Indian industry. 
The goods affected include woolen fabrics, certain drugs 
and medicines, cork manufactures, feeding bottles, motor 
vehicle parts, such as spark plugs and shock absorbers, 
and certain chemicals. 

State trading has been introduced for raw silk, sodium 
bicarbonate, caustic soda, soda ash, and muriate of 
potash. Imports of these goods will be channeled through 
the Silk Board and other designated monopolies, in order 
to control distribution and prices. 


Source: The Financial Times, London, England, Decem- 


ber 31, 1954. 
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Termination of Thailand's Rice Monopoly 


The Government of Thailand plans to end its rice 
monopoly and to return the rice export trade to private 
merchants. In order that Thai rice merchants may com- 
pete with other rice-exporting countries, pricing policies 
will be revised. It is not intended to conclude any gov- 
ernment-to-government contracts in 1955 unless they are 
requested by British territories or other purchasing coun- 
tries, and only a small amount of government-to-govern- 
ment contract rice is expected to be shipped next year. 
It is hoped that, as a result of freeing the rice trade for 
the first time since World War II, private merchants, 
with authority to revise prices, will be able to increase 
Thailand’s rice exports. (See also this News Survey, 
Vol. VII, p. 93.) 


Source: The Nippon Times, Tokyo, Japan, December 30, 
1954. 


Hong Kong Remittances fo Mainland China 


The current monthly total of remittances from Hong 
Kong to Mainland China is reported at about HK$12 mil- 
lion (equivalent to about US$2 million), compared with 
HK$30 million in the peak period of 1946-47. According 
to the South China Morning Post, it has been the policy 
of the authorities in Peking and Canton to induce Chinese 
abroad to send money to Mainland China, not only for 
the support of their families but for reconstruction and 
industrial pursuits. In view of the urgent need for for- 
eign exchange, the Mainland China exchange rate for 
the Hong Kong dollar is reported to have been adjusted 
from 4,270 yuan to 5,000 yuan (People’s Bank note). 


Source: Chinese News Service, Press Release, New York, 
N.Y., January 4, 1955. 


limitation of Japanese Incentive fo Textile Exports 


With a view to discouraging exports of cotton textiles 
at prices that are considered too low, the Japanese authori- 
ties have decided to limit the amount of raw cotton 
allocated to textile producers under the system of linking 
raw cotton imports to textile exports. The total amount 
of such raw cotton to be allocated during the period 
December 1954-February 1955 has been limited to 160,- 
000 bales. This is expected to limit the volume of cotton 
goods exports under the link system to 80 million yards 
a month, in terms of cotton cloth, which would represent 
a 20 per cent reduction from the monthly average of 
shipments during April-October 1954. 


Source: Bank of Tokyo, Weekly Review of Economic 


Affairs in Japan, Tokyo, Japan, November 27, 
1954. 
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I I III I 


United States and Canada 


U.S. Business Outlook and Problems 


Optimism over the business outlook in the United 
States at the end of 1954 was based on the rise in auto- 
mobile production and the consequent stimulus to steel 
output, the continuing high level of construction activity, 
and the rapid rise in stock prices. The value of construc- 
tion in 1954 reached the record figure of $37.2 billion, 
5 per cent more than in 1953, private construction being 
responsible for the whole of the increase. These factors 
operated in a situation in which ‘a moderate rise in con- 
sumer spending was offsetting moderate declines in 
government and business spending. 


In examining whether these factors will persist through 
1955, it is pointed out that part of current automobile 
production is for the usual seasonal build-up of inven- 
tories, and that the present annual rate of over 6 million 
passenger cars is not likely to be maintained. The strong- 
est phase of construction is residential building, which 
was sharply stimulated by the liberalization of govern- 
ment loan and guarantee terms in the summer of 1954; 
the present rate of activity exceeds the rate at which new 
families are being formed. Inventory accumulation is 
unlikely to become a stimulus to production so long as 
present buyers’ markets continue to put pressure on 
prices. No other natural economic forces are in sight 
which could be relied on to fill the gap if construction, 
steel, or automobiles should turn down even briefly. 
Nondurable goods production is expanding, led by tex- 
tiles, but the textile cycle normally has a short upswing. 


The U.S. economy still relies heavily on government 
assistance to brake the previous decline, through the 
cushioning effect of current defense spending and gov- 
ernment action. The economic pattern in 1955 may there- 
fore depend on Administration policy as much as on 
economic forces. Leading government economists believe 
that economic strains still persist from past overstimula- 
tion, and that further adjustments can be expected. They 
do not favor more government stimulation now because 
it would create a worse adjustment problem later. On the 
other hand, the executive branch of the Government may 
be led to use economic stimulants this year, because of 
the party division between the legislative and executive 
branches. In this event, business activity for the year 
as a whole will see only moderate changes. 


A more significant question for 1955 than the level 
of business activity is the direction to be taken by two 
factors which may block sound, long-range growth—the 
pressure on profit margins, particularly for medium and 
smaller businesses, and the retarding effect this is bound 
to have on further capital expansion. A failure of 
capital expansion would intensify public pressure for 
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direct stimulation of consumer purchasing power; such 

a policy might, however, involve continued inflation. 

Source: The Journal of Commerce, New York, N. Y., 
January 10, 1955. 


U.S. Government Plans for Farm Production 


The principal feature of the U.S. farm program for 
1955 will be a shift in emphasis from production of bread 
grains and cotton to larger output of meat, poultry, and 
dairy products. The wheat acreage allotment is 55 mil- 
lion acres, 10 per cent less than for 1954, while cotton 
acreage, at 18 million acres, will also be about 10 per 
cent smaller. The Government has announced that it 
wishes to encourage the output of feed grains, and acreage 
diverted from wheat and cotton will probably be used for 
this purpose. Larger feed supplies accompanied by lower 
prices will in turn tend to encourage meat and dairy 
production. 


Source: The Journal of Commerce, New York, N. Y., 
January 10, 1955. 


U.S. Trade Balance 


From the beginning of 1953 through October 1954 
there was a tendency for U. S. imports to decline and for 
commercial exports (excluding military aid shipments) 
to rise. The trade gap accordingly widened from an an- 
nual rate of about $1 billion during the first half of 
1953 to a rate of about $2.5 billion in the second and 
third quarters of 1954. Trade with the Latin American 
Republics in particular shifted from a U. S. import 
balance of $180 million in the first quarter of 1954 to 
an export balance of $93 million in the third quarter. 


It is doubtful whether this trend will continue in 1955, 
however. The low import level of recent months is at- 
tributable in part to the U. S. business recession, and in 
part it reflects abnormally low coffee imports. The volume 
of import credits established at New York City banks in 
November indicates that increased imports of coffee and 
several other commodities can be expected to appear in 
On the other hand, the value 
of coffee imports will probably continue below those of 
early 1954, owing to lower prices. New drafts drawn 
by U. S. exporters upon Latin American importers, as 
reported by the Federal Reserve Bank of New York, were 
also higher in ‘November, indicating a further rise in 
exports. 


Source: The Journal of Commerce, New York, N. Y., 
December 23, 1954. 


the December statistics. 


Canadian Exchange Rate 


The Canadian dollar, which rose to Can$1.00 = 
US$1.0306 in August 1954, remained strong during the 
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rest of the year; through November the average monthly 

rate fluctuated around US$1.031, and in December there 

was a further increase to over US$1.033. 

Sources: Board of Governors of the Federal Reserve 
System, Federal Reserve Bulletin, December 
1954, and Foreign Exchange Rates, December 
1954 issues, Washington, D. C. 


Canadian Unemployment Measures 


In order to counter regional and seasonal unemploy. 
ment, the Canadian government intends to accelerate 
and expand its public works program; benefits payable 
to persons unemployed for long periods who have ex. 
hausted their eligibility under the unemployment insur. 
ance scheme are also to be extended, and benefits for 
war veterans and blind persons liberalized. 

Source: The Globe and Mail, Toronto, Canada, Janu. 
ary 8, 1955. 


Latin America 
Export Diversification in Colombia 


Colombia expects to begin coal exports in late 1955. 
A mine located near Cali, with a capacity of 125 tons 
per hour, will be in a position to satisfy present needs of 
Peru and Chile, and possibly later other Latin American 
countries. The plant is being financed partly with 
French capital. Colombian railroads are constructing a 
coal-loading pier in Buenaventura and have placed an 
order for 160 freight cars, to guarantee export shipment 
of up to 30,000 tons per month. 


Source: The Journal of Commerce, New York, N. Y.. 
December 23, 1954. 


Bolivia-Brazil Railway 


The completion of a railway line of 680 kilometers 
between Bolivia and Brazil marks the culmination of 
diplomatic negotiations initiated in 1904 and more than 
15 years of research and engineering work. With the 
exception of 11 kilometers, the line is in Bolivian terri- 
tory. Its total cost, however, has been borne by Brazil. 

The line runs from Santa Cruz, the railway junction in 
Ciernes, western Bolivia, and the center of the Bolivian 
petroleum region, to Corumba, State of Mato Grosso, 
where it joins the northeastern railway of Brazil. Thus 
the line connects the Bolivian oilfields with the largest 
industrial center of South America, and provides Bolivia 
for the first time with access to the Atlantic Ocean. For 
Brazil, the new railway provides a medium for the sale to 
Bolivia of machinery, fabrics, and other manufactured 
goods, and also makes possible the importation into 
Brazil of Bolivian minerals, rubber, and other raw 
materials. 
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With the exception of limited bulk shipments of re- estimated to be adequate to cover production costs in 
fined petroleum products from Bolivia to the western Chile plus taxes and state sharing in the profits of the 
Mato Grosso, the new railway line will not be used nitrate companies, on the basis of an estimated output 
specifically for petroleum shipments. However, studies of $1,550,000 tons of nitrate. 
are being made of the construction parallel to the railway 
of an oil pipeline and a gas pipeline to carry petroleum 
and natural gas from the Bolivian fields to Sao Paulo. 


In regard to investments, provision is made for the 
inclusion in costs of production of an ordinary amortiza- 


tion on existing investments equivalent to 8 per cent of 
Brazil has already invested £1 million in the construc- the f.a.s. value of nitrate, iodine, and by-products ex- 


tion of the railway; for this amount Bolivia will make ported, computed in U. S. dollars. An additional 4 per 
mmploy. repayment in crude petroleum. In addition, Bolivia will cent amortization is allowed to producers who have 
celerate  'eP4Y to Brazil US$3 million representing the cost of a _ invested in the expansion and improvement of the indus- 
payable bridge over the Rio Grande, which is expected to be try’s facilities, as well as to those who have maintained a 
se dic completed within 18 months. system of social benefits under which enough investments 
t insur. Source: La Prensa, New York, N. Y., January 1, 1955. were made to provide an adequate standard of living for 
fits for workers and employees. Under an additional protocol, 
Brazilian Wheat Imports the two large nitrate-producing companies ( Anglo-Lautaro 
sald and Tarapaca-Antofagasta) are specifically recognized as 
; Argentina and Brazil have concluded a $100 million _ having fulfilled these investment requirements. 
wheat agreement, under which in 1955 Argentina will 
sell to Brazil 1,200,000 tons of wheat at about $83 a ton. 
This would provide the larger part of Brazil’s wheat 
imports, and tend to reduce imports payable in U. S. 
dollars. Brazil’s total wheat imports in 195] were 1.3 
te 1955. § million metric tons, in 1952, 1.1 million, and in 1953, acs . i ae 
aap ipo ecg These provisions appear to liberalize significantly the 
needs of B Source: The Washington Post and Times-Herald, Wash- on = naa —~ er manent ee 
eal Seatain, DG. Jocmany 22, 1008. nitrate in - ry since, under the present arrangement, 
ly wit only a specified number of dollars per ton of output 
hand has been allowed for amortization in the computation of 
sey New Nitrate Statute in Chile production costs, and there has been no provision for 
shipment The Government of Chile and the nitrate-producing oe ie ieae i co are 
companies operating in Chile concluded an agreement on The determination of production costs is to be made 
_N. Y, [December 10, 1954 which, when approved by Congress, for each company on the basis of actual payments for 
will modify the exchange, investment, and tax treatment material, labor, management, interest on borrowed capi- 
accorded to the nitrate companies. The agreement is tal, taxes, and amortization allowances. This “actual 
designed primarily to stimulate fresh investment in the cost” ay will replace the present “average cost of 
nitrate industry, to encourage greater efficiency, and to production” on which the requirement to surrender ex- 
ilometers § increase output. It will become effective as soon as the change has been based; the effect of the new provisions 
ation of ff Chilean Congress approves it and introduces the required regarding cost computations will be to eliminate the 
ore than ff modifications of Law No. 5350 of 1934, which established Present subsidization of high cost producers by low 


With the ff the statutes for the nitrate industry. cost producers, and thus to stimulate increased efficiency. 
jan terri- 
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An extraordinary amortization of 10 per cent per 
annum will be allowed for new investments up to 50 per 
cent of the amounts invested, provided that this does not 
exceed 20 per cent of the f.a.s. value of annual output 
ascribed to the new investments. 


In matters of exchange, the agreement grants the “best Also, an investment incentive is created by the liberali- 
export rate of exchange” to nitrate, iodine, and by- zation of duty-free imports. The nitrate and iodine pro- 
products, a rate that will be applicable to the amount ducing companies will benefit from much more liberal 
of export exchange required to cover peso production import duty exemption on machinery, spare parts, ac- 
costs and tax payments. The “best export rate” is defined cessories for their installations, and chemical materials 
for this purpose as the average of export rates, including for their producing processes, although they will still be 
premiums and bonifications, which apply to the greater required to comply with all existing customs regulations 
part of Chilean exports. The only exception to this “best ©" the matter. Heretofore, only capital equipment for 
export rate” will be the special rate of 19.37 pesos per _"€W investments has been imported duty free by the 
U. S. dollar that will continue to apply to $0.50 of the —_—‘nitrate companies. 

price per ton for nitrate exports. Surrender requirements The two large nitrate companies have made a commit- 
for the period 1954-55 will oblige nitrate exporters to ment, in a protocol attached to the agreement, to under- 
return to Chile US$20.50 for every ton shipped ($20 at ‘take considerable investments for the reactivation and 
the “best rate” and $0.50 at 19.37 pesos). This amount is | expansion of the industry over a five-year period begin- 
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ning in 1955, provided that the Chilean Congress enacts 
the legislation required to implement all clauses of the 
agreement. The Anglo-Lautaro’s plan of expansion calls 
for investments of $25 million, which the company hopes 
to finance with the assistance of the Export-Import Bank 
of Washington. The Tarapaca-Antofagasta Company’s 
planned investments would amount to US$11 million 
and 750 million pesos; this company also hopes to obtain 
partial financing through the Export-Import Bank. 


The agreement further provides that the Nitrate and 
Iodine Sales Corporation (Covensa), a government 
agency in charge of marketing nitrate and iodine, is to 
retain 40 per cent of export proceeds for payment to 
the Government of its share in the net profits of nitrate 
and iodine producing companies or for payment of the 
profit tax on the by-products of the industry that are 
not subject to government marketing monopoly. The 
government share of profits thus far has been only 25 per 
cent, but the change in the basis of cost computation 
(increased amortization allowances) will probably make 


the weight of the tax lighter than at present. 
Source: El Mercurio, Santiago, Chile, December 13, 1954. 


Other Countries 


Australian Loans 


The cash portion of the internal loan of the Australian 
Commonwealth Government which closed on December 4 
was undersubscribed by £A 13 million. The Government 
had sought £A 50 million in cash to finance state invest- 
ment projects and housing, and £A 75 million in conver- 
sion of maturing loans. Short-term securities were issued 
at £A 98 15s., bearing interest at 3 per cent and maturing 
in April 1957. Long-term securities were issued at par, 
bearing interest at 444 per cent and maturing in No- 
vember 1968. This was the first Commonwealth Govern- 
ment loan to be undersubscribed since 1951. 


On December 8, on the other hand, the Commonwealth 
Government floated a 15-year $25 million loan on the 
New York market, which was fully subscribed within 
a few hours. The loan was issued at 99 and carries 
interest at 3%4 per cent. The proceeds will be used to 
redeem $29.6 million of outstanding 5 per cent bonds, 
which have been called for payment on January 15, 1955. 
This was the first bond issue of a foreign government, 
with the exception of Canada, floated on the New York 
market since 1947. The last time that Australia had 
recourse to the U. S. bond market was in June 1947, 
when it sold $19 million of 10-year bonds with interest 
at 314 per cent, and $19 million of 20-year bonds at 344 
per cent. Like the December 8 issue, these offerings were 
made for refunding. Australia has $18.5 million of dollar 
bonds maturing on August 1, 1956, and $17.7 million 
of dollar bonds maturing on June 1, 1957. It is thought 
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that these maturities may lead to more refunding issues 
on the New York market. 


Sources: The Sydney Morning Herald, Sydney, Australia, 
October 26, 1954; The Wall Street Journal, 
New York, N. Y., December 8, 1954; The 
Financial Times, London, England, Decem. 
ber 10 and 14, 1954. 


Australian Wheat Crop 


The Australian Wheat Board estimates Australia’s mar. 
ketable wheat crop this season at about 140 million 
bushels, compared with 182 million bushels last year, 
Total sales of wheat to the end of November were 124 
million bushels, of which 56 million were sold locally. 
Unsold wheat held at the end of November was 94 mil. 
lion bushels. With allowance for an extra 16 million 
bushels to meet improved overseas demand, potential 
sales this year would just absorb the crop being delivered, 
so that the probable carry-over at the end of nex 
November will be about the same as at the end of 
November 1954. 


Source: The Financial Times, London, England, De. 
cember 14, 1954. 


Capital Inflow into South Africa 


Net capital imports into South Africa during the first 
nine months of 1954 are estimated at £66 million, 
against £21 million in the same period of 1953. The 1954 
figure includes £49 million of private capital imports, 
of which £10 million were drawings on uranium loans. 
The South African Government borrowed £14 million 
from the International Bank for Reconstruction and De 
velopment and £5 million from Switzerland, while the 
Reserve Bank’s short-term liabilities declined by 2 
million. 

Gold and foreign assets increased by about £18 million 
during the nine-month period in 1954, compared with a 
drop of £42 million in the corresponding period of 1953. 


Source: The Financial Times, London, England, De- 
cember 21, 1954. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 


The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D.C. 
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